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Review Report
The State Controller’s Office (SCO) has completed a quality control
review of the audit working papers for an audit performed by Mayer
Hoffman McCann P.C. of the Kern High School District for the fiscal
year ended June 30, 2002 (FY 2001-02). The last day of fieldwork was
June 19, 2003.

The audit referred to above was performed in accordance with the
majority of the standards and requirements set forth in Government
Auditing Standards, issued by the Comptroller General of the United
States, often referred to as generally accepted governmental auditing
standards (GAGAS); generally accepted auditing standards (GAAS);
Office of Management and Budget (OMB) Circular A-133, Audits of
States, Local Governments and Non-Profit Organizations; and the
Standards and Procedures for Audits of California K-12 Local
Educational Agencies (K-12 Audit Guide), published by the SCO.
However, the SCO reviewers noted the following exceptions:

• The firm did not comply with GAAS with regard to fieldwork
standards for financial audits; and 

• The firm did not comply with K-12 Audit Guide requirements with
respect to fieldwork, the auditor’s report on state compliance, and the
reporting requirements with regard to audit findings.

Any governmental unit subject to a single audit must have the audit
performed in accordance with the standards referred to in this report.
According to Office of Management and Budget (OMB) Circular A-133,
the auditor’s work is subject to a quality control review at the discretion
of an agency granted cognizant or oversight status by the federal funding
agency. In addition, Education Code Section 14504.2 authorizes the
SCO to perform quality control reviews of working papers for audits of
K-12 local educational agencies (LEAs) to determine whether audits are
performed in accordance with U.S. General Accounting Office (GAO)
standards for financial and compliance audits.

Mayer Hoffman McCann P.C. is an independent CPA firm in
Bakersfield, California. FY 2001-02 is the first year the firm performed
the annual audit for the Kern High School District. The district consists
of 19 regular high schools, adult education, and a regional occupational
center, as well as other alternative education. The district claims
approximately 32,500 in average daily attendance (ADA) for the purpose
of state funding.

Mayer Hoffman McCann P.C. performed one audit of an LEA for
FY 2001-02.

Summary

Background



Mayer Hoffman McCann P.C. Quality Control Review

Steve Westly • California State Controller     2

The general objectives of the quality control review were to determine
whether this audit was conducted in compliance with:

• GAGAS
• GAAS
• K-12 Audit Guide
• OMB Circular A-133 

The quality control review was conducted at the office of Mayer
Hoffman McCann P.C. in Bakersfield, California. The SCO reviewers
compared the audit work performed by the firm, as documented in the
working papers, with the standards stated in the general objectives.

The audit referred to above was performed in accordance with the
majority of the standards and requirements set forth in GAGAS, GAAS,
OMB Circular A-133, and the K-12 Audit Guide. However, the SCO noted
the exceptions discussed in the Findings and Recommendations section
of this report.

This report is applicable solely to the audit working papers referred to
above and is not intended to pertain to any other work of Mayer Hoffman
McCann P.C. 

The SCO issued a draft report on September 12, 2003. Mayer Hoffman
McCann responded by the attached letter dated October 14, 2003,
disagreeing with some of the review results. The response is included in
this final report as the Attachment.

This report is intended solely for the information and use of the specified
parties; it is not intended to be and should not be used for any other
purpose. This restriction is not meant to limit distribution of the report,
which is a matter of public record.

JEFFREY V. BROWNFIELD, CPA
Chief, Division of Audits

Objectives,
Scope, and
Methodology

Conclusion

Restricted Use

Views of
Responsible
Officials
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Findings and Recommendations
The Single Audit Act and the Standards and Procedures for Audits of
K-12 Local Educational Agencies (K-12 Audit Guide), published by the
SCO, require audits to be performed in accordance with generally
accepted auditing standards (GAAS). These standards deal with the
quality of the audits performed by the independent auditor and have been
approved and adopted by the American Institute of Certified Public
Accountants (AICPA). GAAS is divided into three areas: (1) general
standards; (2) fieldwork standards; and (3) reporting standards. The three
areas are divided into ten specific standards. In addition to GAAS,
auditors of governmental entities must also perform audits in accordance
with generally accepted government auditing standards (GAGAS), which
expands the GAAS standards in several areas.

In the course of this quality control review, the SCO reviewers found that
the firm did not comply with GAAS standards with regard to evaluation
of samples.

In addition, the firm did not test state compliance requirements of the
K-12 Audit Guide and did not comply with reporting requirements.

Noncompliance with Fieldwork Standards for Financial Audits (GAAS)

This finding has been removed from the final report based on additional
information provided by the firm.

In testing reported attendance, the firm’s initial sample approach was to
select four school sites and ten teachers from each school to perform
attendance testing. From the ten teachers, the firm selected one period
from each of the four weeks in a selected month. The firm performed the
testing at one school site and found a low error rate. Based on this error
rate, the firm reduced the testing at the other three school sites to five
teachers and three periods from one week in the second semester. 

The SCO questions why the firm would reduce the testing at the three
other schools because of the low error rate at the first school tested. Each
school site is considered to be a separate entity with different attendance
personnel. Any reduction in testing due to the error rate should be based
on the test results at each individual school site. 

In addition, as noted in Finding 3, the firm did not expand its testing for
the adult education program even though the error rate was 60%. 

AU Section 350.29 states:

The auditor should relate the evaluation of the sample to other relevant
audit evidence when forming a conclusion about the related account
balance or class of transactions.

General

FINDING 2—
Sampling
deficiencies

FINDING 1
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Section 336 of the K-12 Audit Guide states:

If exceptions are discovered when performing tests, the auditor should
assess and evaluate the exception rate and type to determine if the
sample should be expanded and additional testing performed. The
sample should be representative of the population and sufficient in size
to allow the auditor to draw a reasonable conclusion.

If the results from testing based on sampling are not properly evaluated,
the conclusions reached may not be accurate. Professional judgment
would dictate that the testing results at each school site should have been
evaluated separately in terms of whether to expand or reduce the sample.
Furthermore, professional judgment would dictate that since the error
rate for the adult education program testing was 60%, further testing
should have been performed or an explanation as to why further testing
was not necessary should have been included in the working papers.

Recommendation

The firm should comply with the guidance on audit sampling and
evaluation contained in Statement on Auditing Standards (SAS) No. 39
and Section 336 of the K-12 Audit Guide.

Firm’s Response

Inadequate sample size. The SCO reviewer asserts that each school
site is a separate system and therefore, results of testing obtained at one
school site could not be used to reduce the scope of testing in tests
performed in other school sites. We disagree with this finding. The
district has invested time and resources in designing a system to be
used at all school sites. The purpose of selecting various sites is to test
compliance overall with the District’s attendance system, and not the
specific school site. In addition, the exception rate achieved in the three
other school sites were less or approximated the first school site tested,
which verified the correctness of our auditor’s judgment.

Expansion of error rate to the population and expansion of testing.
The finding also refers to an error rate for the adult education program
of 60% and questions why the result was not evaluated. We
respectfully differ on this finding as the result was evaluated and
appropriate actions, in our auditor’s judgement, was taken. The object
of the compliance step was to determine if the required counseling
session between student, parent/guardian and counselor was
documented. Our testing determined that documentation did exist;
however one of the parties (counselor) did not sign in three instances in
one of the school site tested. In our auditor’s judgment, the non-
compliance was not considered an error, as documentation of the
session did exist. However, we did evaluate and discuss the non-
compliance with District policies; the District acknowledged that the
non-compliance (lack of signature) rate was high in this one school
site, and therefore no further testing was performed. In addition, the
program had been discontinued for this particular site.
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SCO’s Comment

The firm states that the design of a district-wide attendance system is
support for the reduction of testing when a site has a low error rate. This
position is in conflict with the purpose of site testing and negates the
possibility that different attendance personnel could have different
procedures in place at the different sites and thus, a different incidence of
errors. In conducting attendance testing, one purpose is to determine the
extent to which the stated controls are in place and operating at each of
the sites tested. As different people are involved at each of the sites, it
can invariably be expected that the application of district attendance
policies, and the resultant error rates, will also likely differ between sites.
Therefore, one site’s low attendance error rate is not supportive of
reduced testing at all of the testing sites.

The firm states that the purpose of the adult education counseling session
review is to determine the existence of documentation of the session.
However, a student’s eligibility to participate in adult education classes
is conditioned upon more that just the existence of the counseling
session. Education Code Section 52500.1(b) specifically addresses the
eligibility of high school pupils for enrollment in adult education
programs, courses, and classes. As stated in the finding, the Education
Code requires that the counseling session involve the pupil, a certificated
representative of the high school, and the pupil’s parent or guardian.
Without a signature to document the attendance of the counselor, it
cannot be verified that he/she was in attendance at this meeting.
Therefore, the district is ineligible to receive funding with respect to the
concurrently enrolled pupil when the documentation does not include the
required components of the counseling session. An expansion of testing
when a 60% error rate exists would have been prudent and is a good
practice to support in such instances. Had the auditor been uncertain in
expanding testing with a 60% error rate, ample guidance is provided by
Section 336 of the K-12 Audit Guide. Furthermore, as stated in Section
520 of the K-12 Audit Guide, it is not an option but a requirement to
report all over/understatements of ADA.

Noncompliance With K-12 Audit Guide Requirements

During the review of the firm’s working papers, the SCO reviewers
noted the following deficiencies with regard to state compliance:

Attendance Reporting

The firm did not compare student absences to documentation supporting
the average daily attendance (ADA) that the district reported to the State
as directed by procedure 3 for testing of reported attendance. The firm
stated that as excused absences were no longer a requirement in
apportionment determination, they were not tested. However, this
rationale does not take into consideration the compliance requirements
for recordkeeping, truancy determination, and accuracy of attendance
reporting (counting a student who was absent as being in attendance).

FINDING 3—
Fieldwork deficiencies
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In addition, the firm’s working papers disclosed that during attendance
testing, discrepancies existed between the teacher’s attendance registers
and the weekly attendance registers. The most prevalent discrepancy was
that the teacher’s attendance register showed students as being absent
while the weekly attendance registers showed the student as being
present. The weekly attendance register is used to report ADA for
apportionment purposes. Consequently, the district may have
overreported ADA. The firm discussed this finding with the district and
concluded that since the ADA could not be quantified, this finding would
not be reported in the annual audit report. However, Section 520 of the
K-12 Audit Guide requires auditors to quantify any over/under-
statements of ADA.

Adult Education

The firm noted that for three of the five students tested to ensure that the
counseling sessions were documented, the counselor’s signature was not
on the application. The firm noted in the working papers that this item
had been discussed with district management, but did not expand the
sample or quantify the ADA that was ineligible due to the missing
counselor’s signature.

For the district to be eligible for apportionment for a high school student
who is concurrently enrolled in an adult education program, the school
must maintain a record that contains written documentation of the
counseling session and a statement that the student is voluntarily
enrolling in the adult education course (Education Code Section
52500.1(b)). The counseling session should include the pupil, a
certificated representative of the high school, and the pupil’s parent or
guardian. 

Since the error rate for this test was 60%, the firm should have expanded
the sample as directed in Section 336 of the K-12 Audit Guide. In
addition, the firm should have quantified the fiscal impact, both in terms
of ADA and state funding, as required by Education Code Section
14503(a) and as discussed in the Section 520 of the K-12 Audit Guide.

Section 520 of the K-12 Audit Guide states:

Any over/understatements of ADA must be reported in the findings
and recommendations section (Education Code Sections 41341 (a)(1)
and 14503(a)). When the auditor determines that the school district or
county office of education has made an error in claiming
apportionment attendance, due either to a clerical discrepancy or to
noncompliance with attendance regulations, the auditor must quantify
the error.

Recommendation

The firm should ensure that it consistently performs the state compliance
audit procedures in the K-12 Audit Guide, or documents the reason why
the procedure was not performed. In addition, the firm should ensure that
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the procedures are performed accurately and completely, and are
adequately documented in the working papers. Further, the firm should
quantify, in terms of ADA and state funding, any error with regard to
attendance reporting and state compliance as stipulated by Section 520 of
the K-12 Audit Guide.

Firm’s Comments

Attendance reporting – quantifying over/understatement of
ADA. We concur with the SCO reviewer’s comment. There was a
misunderstanding in our office that this requirement applied to all
instances of non-compliance and not only to material
non-compliance. We have revised our audit procedures for the year
ended June 30, 2003 to implement the recommendation on
quantifying any over/understatement of ADA on all instances.

Attendance reporting – excused absences. We differ with this
finding. We did perform a review of excused absences. A copy of
our workpaper, for your review only, is included in this letter.

Adult Education. We disagree with this finding as discussed in our
reply to Finding 2.

SCO’s Comment

Excused Absences

The firm provided additional documentation that indicates some form of
excused absence testing was conducted. However, according to the K-12
Audit Guide, a sample of absences is to be chosen and compared to the
documentation maintained by the district. The working papers do not
indicate the sample size chosen or document the actual sample tested.
The working papers state, “. . . we randomly chose several absences from
each WAR [Weekly Attendance Report] report and verified the absence
in the written daily attendance log kept by the attendance clerks. No
discrepancies noted.” However, during the firm’s testing of attendance,
exceptions were noted when the WAR report showed the student as
being present, and the teacher attendance register, which is the source
document, recorded the student as absent. As absent students were
marked present, the actual absence would not have a chance to be chosen
for verification purposes. The source documents should have been used
to select the sample. In addition, the firm’s working papers should state
that the K-12 Audit Guide was not followed and alternative procedures
were used. This departure was not documented in the audit report as
required. Finding 4 covers the reporting deficiencies.

The finding remains as stated.

Adult Education

See the SCO’s comment in Finding 2, for adult education.
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The finding remains as stated.

The auditor’s report on state compliance lists all of the programs to be
tested for state compliance requirements and the number of audit
procedures for each program. The auditors are directed to provide an
explanation, in the report, when a program is not tested, an audit
procedure is not performed, or an alternate procedure is performed
(Education Code Section 14503(a)). The firm’s report on state
compliance states it performed the four suggested audit procedures for
attendance reporting that were included in the audit guide. As noted in
Finding 3, the auditor did not perform all of the suggested audit
procedures for attendance reporting and did not provide an explanation
as to why all procedures were not performed.

Also, the firm’s working papers disclosed that during attendance testing
discrepancies existed between the teacher’s attendance registers and the
weekly attendance registers. The most prevalent discrepancy was that the
teacher’s attendance register showed students as being absent while the
weekly attendance registers showed the student as being present. The
weekly attendance register is used to report ADA for apportionment
purposes. Consequently, the district may have overreported ADA. The
firm discussed this finding with the district and concluded that since the
ADA could not be quantified, this finding would not be reported in the
annual audit report. 

In addition, the firm did not include findings noted in its testing of adult
education and the Regional Occupational Program (ROP) in the findings
and recommendations section of the audit report. Further, the firm did
not quantify the fiscal impact of the district’s noncompliance with the
adult education program requirements or report the district’s
overreporting of ROP attendance by .70 ADA. 

Section 520–State Compliance of the K-12 Audit Guide states that any
over/understatements of ADA must be reported in the findings and
recommendations section of the audit report (Education Code Sections
14503 and 41341(a)(1)). It further states that when the auditor
determines that an error in claiming apportionment attendance is due
either to a clerical discrepancy or to noncompliance with attendance
regulations, the auditor must quantify the error.

Education Code Section 14503(a) states:

Every audit report shall specifically and separately address each of the
state compliance program requirements included in the audit guide,
stating whether or not the district is in compliance with those
requirements. For each state program compliance requirement included
in the audit guide, every audit report shall further state the suggested
audit procedures included in the audit guide for that requirement were
followed in the making of the audit, if that is the case, or, if not, what
other procedures were followed. If a school district is not in
compliance with a requirement that is a condition of eligibility for the
receipt of state funds, the audit report shall include a statement of the

FINDING 4—
Reporting deficiencies
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number of units of average daily attendance, if any, that were
inappropriately reported for apportionment.

Recommendation

The firm should include in the auditor’s report on state compliance the
actual number of procedures performed for each program and, if not all
procedures were performed, provide a explanation why the procedure
was not performed and/or a description of the alternate procedure that
was performed. In addition, the firm should report all state compliance
findings in the findings and recommendations section of the audit report
as required by Education Code Section 14503(a).

Firm’s Response

See our response to Finding 3.

SCO’s Comment

State compliance reporting guidelines are specifically detailed in
Education Code Section 14503(a), which states:

Every audit report shall specifically and separately address each of the
state compliance program requirements included in the audit guide,
stating whether or not the district is in compliance with those
requirements. For each state program compliance requirement included
in the audit guide, every audit report shall further state the suggested
audit procedures included in the audit guide for that requirement were
followed in the making of the audit, if that is the case, or, if not, what
other procedures were followed. If a school district is not in
compliance with a requirement that is a condition of eligibility for the
receipt of state funds, the audit report shall include a statement of the
number of units of average daily attendance, if any, that were
inappropriately reported for apportionment.

The finding remains as stated.
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